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In a June 7 speech broadcast nationwide, President Daniel Ortega announced a cutback in fuel
supplies and warned Nicaraguans of the need for more severe economic restrictions because of the
rising costs of the civil war. The same call for further ecomomic restrictions was delivered earlier
at a June 6 national meeting of labor union leaders. Although Ortega did not refer to potential
reductions in Soviet oil supplies, there have been several unconfirmed reports in this regard.
Nicaragua is almost totally dependent on Soviet oil and lacks hard currency reserves to buy oil
on the world market, so any reduction in Soviet crude would have severe results. The president
did, however, refer to oil shortages on June 6. He said there would be a 5% cutback in the use
of oil and an unspecified increase in the price of gas. Interior Minister Tomas Borge is currently
visiting Eastern Europe and some Western diplomats in Managua have speculated that he may
be seeking an increase in economic and other types of assistance. Next, Ortega announced a 30%
general price increase on approximately 54 goods and services rationed by the government, and
changes in the exchange rate. These adjustments, he said, are necessary to reduce the national fiscal
deficit, and to economize on foreign currency reserves. The Nicaraguan economy has been virtually
decimated by falling prices for agricultural exports, the war with the contras and government
mismanagement. Shortages of many basic products are common features of everyday life, inflation
continues to spiral. Up to half of public spending goes to the war effort, the army and militia,
estimated at 100,000 persons. The Nicaraguan cordoba, quoted at 4,000 to the dollar six months
ago, is now up to almost 7,000 in the black market. Most economic and military aid derive from the
Soviet Union and its allies, estimated by US officials at a billion dollars in 1986. Last year, the USSR
provided an estimated $86 million in oil to Nicaragua. Managua uses the Soviet oil to provide gas on
a rationed basis, but the subsidized price at the pump is extremely low, only about 3 US cents per
gallon. Ortega said measures would be introduced to assure fuel reserves for state agencies and the
military. (Basic data from PRENSA LATINA, NEW YORK TIMES, 06/07/87)
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